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291 Compound Interest (Chapter 10)
When interest is compounded continuously, we use the formula:

A = Pt

Where P is the principal, r is the interest rate, and t is time in years.

When interest is compounded n times a year, we use the formula:

A — P(I +£)11t
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Where P is the principal, r is the interest rate, n is the number of times
compounded in a year, and t is the number of years the investment will grow into

the amount A.

1. How long will it take a $1000 investment to earn $90 if it is invested at an

annual rate of 1.72% compounded quarterly’)
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2. How much money must be invested at 2°25% compoundéd quarterly, fo yield

2,000 at the end of & years?
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3. How long will it take $250 to double if it is invested at 3. S‘anterest
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4. Redo #3 if the interest was compounded dally
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5. The Trusty Bank offers 6% interest compounded monthly and The Savings
Bank offers 6.1% interest compounded quarterly. Which bank pays more interest

per year? 12~ _ Lo H
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6. $10,000 is invested at 2.9% interest. Find the value of the investment after
one year if the interest is compounded:

a. quarterly j b. daily - g’é‘ continuously
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7. How long will it take for $400 to double at 1.5% compounded continuously?
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10. What is the interest rate that will allow $1000 to grow to $1500 in 15 years if
it compounded continuously?
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